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Leaders of several highly indebted Latin American nations have scheduled a meeting in Caracas,
Venezuela, on Feb. 2 to discuss the strengthening of political cooperation among major debtors
in the region. The summit was suggested by Venezuelan President-elect Carlos Andres Perez
during an official visit in Mexico on Jan. 5. Two days later, during a brief visit in Brasilia, Perez
discussed the same proposal. Perez will be inaugurated on Feb. 2. According to the Venezuelan
embassy in Brasilia, heads of state from Argentina, Colombia, Peru, Uruguay, Brazil and Mexico
will attend the summit in Caracas. The six nations and Venezuela are members of the Group of 8,
also known as the "Rio Group." (Panama's membership has been temporarily suspended.) The
presidents of Brazil and Mexico will not attend the inauguration ceremonies. In statements to the
press in Brasilia, Perez said that debtor nations must not seek confrontation with creditors, and
dismissed the notion of a "debtors' cartel" that would organize a mutual moratorium. A moratorium
on debt payments, he said, can occur as the natural consequence of the growing impossibility of
debtor nations to continue payments. Perez added, "The developing world's debt is unpayable
under current terms." Regarding his recent encounter with President-elect George Bush, Perez
said Bush offered "words of hope and understanding." Perez said that Latin American nations
acknowledge the need for "political cooperation" toward the creation of a "common approach" in
debt negotiations. For Perez, an overall reduction of the debt is mandatory premised on the value
of debt paper in secondary markets. In this context, he added that interest paid thus far by Latin
American nations has already surpassed the principal of accumulated debts. In the last week in
December, the presidents of Brazil, Mexico, Argentina, Venezuela, Colombia, Peru and Uruguay
sent a document to the leaders of the Group of 7 major industrialized nations with suggestions for
reducing the region's $420 billion foreign debt. It is believed the seven Latin American presidents
favor the creation of a special international agency that would acquire the region's debt at a discount
on secondary markets and the issuance of long-term bonds to replace existing debt. In a telephone
interview from Brasilia on Jan. 6 with Alan Riding of the New York Times, Perez indicated that
additional action is required. "Now the Latin governments must act more vigorously. We have to
think of the idea of a summit with the president of the United States and the leaders of other major
creditor countries." Regarding Venezuela's recent decision to suspend principal payments on its
foreign commercial bank debt, Perez said, "We got ourselves into this position by paying under
impossible conditions. Last year, we paid out $5.6 billion, the equivalent of 70% of our exports. I
don't want to anticipate the negotiations, but we can't pay more than 20% of our export revenue."
"We must find ways of linking our payments to export prices and to new flows of capital. But we
also shouldn't mind if conditions are imposed on new loans. Creditors have a right to insure that
the money is being used rationally on appropriate projects or else we're going to repeat the present
situation." (Basic data from Xinhua, Notimex, 01/07/89; New York Times, 01/09/89)
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